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FIRM ID-NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
120 Broadway, Suite 960
(No. and Street)
New York New York o 10271
g (City) (State) (Zip code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

y Jay Nadelson 212-433-77] ¢ .
(Area Code - Telephone No.)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Halpern & Associates, LLC

(Name - if individual, state last, first, middle name)

143 Weston Road | Weston CT

06883
(Address) (City)

(State) (Zip Code)

CHECK ONE. . pROCESSED

[ Certified Public Accountant
[J Public Accountant

-
[J Accountant not resident m United States or any of its possessions.
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OATH OR AFFIRMATION

! Jay Nadelson

) - _ , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Investor's Capital, LLC as of

: — 2 are true and correct. I further swear (or affirm) that neither the company
nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

December 31, 2002

Signature
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my\Public
~ IOSEPH LEONE JR
MY COMMISION
- EXPIRES 91.7/07

his report** contains (check all applicable boxes):
(a) Facing page.
gb; Statement of Financial Condition.
¢) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.
(f) Statement of Changes in Liabilities Subordinated to Claim of creditors.
(ﬁ Computation of Net Capital
Computation for Determination of Reserve Requirements pursuant to Rule 15¢3-3.
1) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
i} A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
v;(k;)w;A\-%ggc_onciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
~solidation. :
(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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"For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



INVESTORS' CAPITAL, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2002



Halpern & Associates, LLC

143 Weston Road ¢ Weston, Connectlcut 06883 ¢ (203) 227-0313 » FAX {203) 226-6909 ¢ Info@Halpernassoc.com

INDEPENDENT AUDITORS' REPORT

To the Members of
Investors’ Capital, LLC

We have audited the accompanying statement of financial condition of Investors’
Capital, LLC, as of December 31, 2002. This financial statement is the responsibility of
the Company's management. Our responsibility is to express an opinion on this
financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether this financial statement is free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statement referred to above presents fairly, in all material
respects, the financial position of Investors’ Capital, LLC as of December 31, 2002, in
conformity with accounting principles generally accepted in the United States of
America.

Weston, Connecticut
February 14, 2003



INVESTORS' CAPITAL, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2002

ASSETS

Cash
Securites owned - at market value

Accrued Dividends

Equipment at cost, net of accumulated
depreciation of $4,014

Other assets

TOTAL ASSETS

LIABILITIES AND MEMBERS' EQUITY

LIABILITIES

Securities sold not yet purchased - at market value
Due to broker

Loan payable

Payable to member

Accrued expenses payable

TOTAL LIABILITIES

MEMBERS'’ CAPITAL

TOTAL LIABILITIES AND MEMBERS' CAPITAL

The accompanying notes are an integral part of this statement.

$ 119,579
5,621,250

5,920

844
10,142

$ 5,757,735

$ 3,766,364
477,014
377,983

20,627
8,794

4,650,782

1,106,953

$ 5,757,735




INVESTORS’ CAPITAL, LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2002

1. NOTES ON SIGNIFICANT BUSINESS ACTIVITIES

Investors’ Capital, LLC (the “Company’) was organized under the Limited Liability
Company Law of the State of New York. The Company is a registered broker-dealer with
the Securities and Exchange Commission and a member of the American Stock Exchange,
inc. (the “Exchange”) acting as an options principal market maker. The Company operates
on the floor of the Exchange executing proprietary transactions and has traders who trade
off the floor of the Exchange. All such transactions are forwarded to Spear, Leeds and
Kellogg, the Company's clearing agent, on a fully disclosed basis. As stated in the
Company's Operating Agreement, unless otherwise extended by amendment, the
Company shall dissolve by December 31, 2075.

In the normal course of its business, the Company enters into financial trans-
actions where the risk of potential loss due to changes in market (market risk) or failure of
the other party to the transaction to perform (credit risk) exceeds the amounts recorded for
the transaction. Investments in securities and securities sold, not yet purchased, are
valued at their last sales price, or, in the case of listed options, at the mean between the
last bid and ask price at the close of business on such day. The resulting unrealized gain
or loss is reflected in income.

The Company's policy is to continuously monitor its exposure to market and
counterparty risk through the use of a variety of financial, position and credit exposure
reporting and control procedures. In addition, the Company has a policy of reviewing the
credit standing of each broker-dealer, clearing organization, customer and/or other
counterparty with which it conducts business.

As of December 31, 2002, primarily all of the securities owned and the amounts
due to brokers reflected in the statement of financial condition are positions with and
amounts due to Spear, Leeds and Kellogg.

In the course of its normal trading activities, the Company is a party to financial
instruments that involve, to indeterminable degrees, market risks in excess of that
presented in the statement of financial condition. These instruments include puts and calls
written on stock, and obligations arising from securities sold, but not yet purchased. The
Company's activities include the purchase and sale of derivative financial instruments in the
form of equity and index options and futures. These derivatives are used for trading
purposes and for managing risks associated with the portfolio of securities. The
Company's core trading positions involve risk-defined hedged strategies. Accordingly,
management believes that any risk is significantly minimized through its hedging strategies.
All positions are reported at market value and any change in market value is reflected in the
accompanying statement of income as gain or loss as it occurs. All derivative gain or loss
resulting from equity positions is reported in net trading income.



INVESTORS’ CAPITAL, LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

DECEMBER 31, 2002

2. SIGNIFICANT ACCOUNTING POLICIES

The Company records securities transactions and related revenues and expenses
on a trade date basis.

Security transactions and financing with the clearing broker are classified as
operating activities on the statement of cash flows since this is the Company's principal
business.

The Company maintains its books and records on an accrual basis in accordance
with accounting principles generally accepted in the United States of America.

Depreciation is provided for on the straight-line basis using the estimated useful
lives of the related property.
3. LOAN PAYABLE

The loan payable is due to an affiliated company. 1t expires on August 31, 2003 and
pays interest at variable rates with a minimum percentage of 6%.
4. INCOME TAXES

The Company is recognized as a Limited Liability Company (an "LLC") by the
Internal Revenue Service. As an LLC, the Company is not subject to income taxes. The

Company's income or loss is reportable by its members on their individual tax returns
based on methodology prescribed in the Company's Operating Agreement.

5. SEAT LEASE EXPENSE
The Company leases two seats on the floor of the American Stock Exchange. The
lease agreements expire at various points in 2003. Future minimum lease payments

pertaining to these agreements amount to $21,000.

In addition, the Company leases a seat from a member. The financial
statements contain charges of $64,000 relating to this arrangement.



INVESTORS’ CAPITAL, LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

DECEMBER 31, 2002

6. RULE 15C3-3

The Company is exempt from the provisions of Rule 15¢3-3 under paragraph
(k)(2)(A) in that the Company carries no customer accounts.

7. NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission's Net Capital
Rule 15¢3-1, which requires the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1.
At December 31, 2002, the Company had net capital of $807,259, which exceeded the
minimum requirement of $100,000 by $707,259. The Company's ratio of aggregate
indebtedness to net capital ratio was .50 to 1.



INVESTORS' CAPITAL, LLC
ACCOUNTANTS' SUPPLEMENTARY
REPORT ON
INTERNAL ACCOUNTING CONTROL
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Halpern & Associates, LLC

143 Weston Road ¢ Weston, Connecticut 06883 ¢ (203) 227-0313 ¢ FAX (203) 226-6909 ¢ Info@Halpernassoc.com

ACCOUNTANTS' SUPPLEMENTARY REPORT ON INTERNAL ACCOUNTING CONTROL

To the Members of
Investors’ Capital, LLC

In planning and performing our audit of the financial statements and supplemental
schedules of Investors’ Capital, LLC (the Company), for the year ended December 31,
2002, we considered its internal control structure, including procedures for safeguarding
securities, in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide assurance on the internal
control structure.

Also, as required by rule 17a-5 (g)(1) of the Securities and Exchange Commission
(SEC), we have made a study of the practices and procedures followed by the
Company including tests of such practices and procedures that we considered relevant
to the objectives stated in rule 17a-5(g) in making the periodic computations of
aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of rule 15¢3-3. Because
the Company does not carry securities accounts for customers or perform custodial
functions relating to customer securities, we did not review the practices and
procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and
comparisons

2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under
Section 8 of Federal Reserve Regulation T of the Board of Governors of the
Federal Reserve System.

The management of the Company is responsible for establishing and maintaining an
internal control structure and the practices and procedures referred to in the preceding
paragraph. In fulfilling this responsibility, estimates and judgements by management
are required to assess the expected benefits and related costs of internal control
structure policies and procedures and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the SEC's above-mentioned objectives. Two of the objectives of
an internal control structure and the practices and procedures are to provide
management with reasonable, but not absolute, assurance that assets for which the



Company has responsibility are safeguarded against loss from unauthorized use or
disposition, and that transactions are executed in accordance with management's
authorization and recorded properly to permit the preparation of financial statements in
accordance with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and
procedures referred to above, errors or irregularities may occur and not be detected.
Also, projection of any evaluation of them to future periods is subject to the risk that they
may become inadequate because of changes in conditions or that the effectiveness of
their design and operation may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all
matters in the internal control structure that might be material weaknesses under
standards established by the American Institute of Certified Public Accountants. A
material weakness is a condition in which the design or operation of the specific internal
control structure elements does not reduce to a relatively low level the risk that errors or
irregularities in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. However, we noted no matters
involving the internal control structure, including procedures for safeguarding securities,
that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives
referred to in the second paragraph of this report are considered by the SEC to be
adequate for its purposes in accordance with the Securities Exchange Act of 1934 and
related regulations, and that practices and procedures that do not accomplish such
objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company's practices
and procedures were adequate at December 31, 2002 to meet the SEC's objectives.

This report recognizes that it is not practicable in an organization the size of Investors’
Capital, LLC to achieve all the divisions and duties and cross-checks generally included
in a system of internal accounting control and that alternatively greater reliance must be
placed on surveillance by management.

This report is intended solely for the use of Board of Directors, management, the
SEC, the American Stock Exchange, and other regulatory agencies that rely on Rule
17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered
brokers and dealers, and should not be used for any other purpose.

Polpeon & Associides 1L

Weston, Connecticut
February 14, 2003



